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0LJUDWLRQSROLF\SDUDPHWHUV
'LIIHUHQFHVEHWZHHQWKHG\QDPLFVRI$5UDWLQJVDQGDFWXDODJHQF\UDWLQJVDUHDVFULEHGWRDJHQFLHV
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:KHQWULJJHUHGUDWLQJVDSSHDURQDYHUDJHDGMXVWHGRQO\E\DIUDFWLRQ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)RUHDFKREVHUYDWLRQWKH$5VFRUHLVFRQYHUWHGWRDPRGLILHGVFRUH$50 LQVXFKDZD\WKDWLWUHIOHFWVDVSHFLILFPLJUDWLRQSROLF\FKDUDFWHUL]HGE\DWKUHVKROG7+DQGDQDGMXVWPHQWIUDFWLRQ$):KHQIROORZLQJWKHWLPHVHULHVRIWKH$5W VFRUHVIRUDSDUWLFXODUILUPWKHPRGLILHG$50W VFRUHVDUHFRPSXWHG$WWKHEHJLQQLQJRIWKHWLPHVHULHVRIHDFKILUP$50 LVVHWHTXDOWR$57KH$50W VFRUHLVKHOGFRQVWDQWDVORQJDVWKH$5W VFRUHVWD\VZLWKLQWKHWKUHVKROGLQWHUYDO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7+$)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)RUDUDQJHRI7+DQG$)SDUDPHWHUVWKHUDWLQJPLJUDWLRQGLVWULEXWLRQVDQGUDWLQJGULIWSURSHUWLHVRI$57+$)UDWLQJVDUHGHWHUPLQHG7DEOH9,,SUHVHQWVWKHUDWLQJPLJUDWLRQGLVWULEXWLRQVDQGUDWLQJGULIWSURSHUWLHVIRUDJHQF\UDWLQJVDQGDYDULHW\RI$57+$)UDWLQJV7KH7+DQG$)SDUDPHWHUVZKLFKFRUUHVSRQGPRVWFORVHWRWKHDFWXDOPLJUDWLRQSROLF\RIDJHQFLHVLVIRXQGE\VHDUFKLQJIRUDEHVWPDWFKLQUDWLQJPLJUDWLRQGLVWULEXWLRQVDQGUDWLQJGULIWSURSHUWLHVEHWZHHQDJHQF\UDWLQJVDQG$5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UDWLQJV7KHUDWLQJPLJUDWLRQSUREDELOLW\DSSHDUVWREHLQVHQVLWLYHDWOHDVWQRWVLJQLILFDQWO\VHQVLWLYH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UDWLQJV±QRVLJQLILFDQWSRVLWLYHUHODWLRQVKLSVKRZVXSEHWZHHQ'5DQG'5W ,QDIXUWKHUUHILQHPHQWRIWKHVLPXODWLRQH[SHULPHQWWKHDGMXVWPHQWIUDFWLRQ$)LVYDULHGLQEHWZHHQDQG$VH[SHFWHGWKHUDWLQJGULIWDSSHDUVDVVRRQDVUDWLQJVDUHSDUWO\DGMXVWHGDQGWKHPDJQLWXGHRIWKHUDWLQJGULIWLQFUHDVHVZLWKORZHUDGMXVWPHQWIDFWRUV7KHEHVWPDWFKLQUDWLQJGULIWSURSHUWLHVZLWKDJHQF\UDWLQJVLVREWDLQHGIRU$5UDWLQJVDQG$5UDWLQJV:HFRQFOXGHWKDWRQDYHUDJHDJHQFLHVDSSO\DWKUHVKROGRIDQGSDUWLDOO\DGMXVWWKHLUUDWLQJVE\DIDFWRURIDERXW7KHVHPLJUDWLRQSROLF\SDUDPHWHUVDUHQRWH[WUHPHWKH\SRLQWWRZDUGVDUHDVRQDEOHSUXGHQWPLJUDWLRQSROLF\1RWLFHWKDWWKHQRWFKVWHSWKUHVKROGOHYHOLVDPLQLPXPHVWLPDWH,QWKHVLPXODWLRQH[SHULPHQWWKHUDWLQJPLJUDWLRQWULJJHULVVHWRQDYHUDJH\HDUEHIRUHWKHDJHQF\UDWLQJPLJUDWLRQHYHQW7KHDFWXDOWKUHVKROGOHYHODSSOLHGE\WKHDJHQFLHVMXVWEHIRUHWKHDJHQF\UDWLQJPLJUDWLRQHYHQWLVOLNHO\WREHVRPHZKDWKLJKHU
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LQVHDUFKIRUWKH³WUXH´FUHGLWULVNPLJUDWLRQPDWUL[
$NH\LQSXWIRUPDQ\FUHGLWULVNSULFLQJPRGHOVLVWKHFUHGLWULVNPLJUDWLRQPDWUL[ZKLFKVXPPDUL]HVLQIRUPDWLRQRQFUHGLWTXDOLW\G\QDPLFV,QJHQHUDOZKHQXVLQJWKHDJHQF\UDWLQJPLJUDWLRQPDWUL[DVDSUR[\IRUWKHFUHGLWULVNPLJUDWLRQPDWUL[WKHFRUSRUDWHERQGVSUHDGVSUHGLFWHGE\WKHVHPRGHOVDUHWRRORZ(OWRQDQGFROOHDJXHVVXJJHVWWKDWDKLJKHUH[SHFWHGGHIDXOWUDWHFRPSHQVDWLRQIRUGHIDXOWORVVDKLJKHUYDULDWLRQLQWKHXQH[SHFWHGGHIDXOWUDWHFUHGLWULVNSUHPLXPRUDFRPELQDWLRQRIERWKVKRXOGDFFRXQWIRUDUHODWLYHO\ODUJHSDUWRIWKHFUHGLWULVNVSUHDG7KHYRODWLOLW\LQWKHDJHQF\UDWLQJPLJUDWLRQPDWUL[LVWRRORZWRH[SODLQDVXEVWDQWLDOSDUWRIWKHFUHGLWVSUHDGVIRUFRUSRUDWHERQGV
8SWRWKLVSRLQWWKHDFDGHPLFOLWHUDWXUHRQDJHQF\UDWLQJPLJUDWLRQPDWULFHVKDVIRFXVHGSULPDULO\RQWKHLQIOXHQFHRIWKHEXVLQHVVF\FOHERQGUDWLQJDJHDQGLQGXVWU\VHH$OWPDQ1LFNHOOHWDO+XHWDODQG%DQJLDHWDO7KLVSDSHUDLPVWRGUDZDWWHQWLRQWRWKHYRODWLOLW\RIWKHDJHQF\UDWLQJPLJUDWLRQPDWUL[$VVKRZQLQSUHYLRXVFKDSWHUVWKHVWDELOLW\RIDJHQF\UDWLQJVLVVLJQLILFDQWO\HQKDQFHGE\DJHQF\PLJUDWLRQSROLFLHVDQGORQJWHUPGHIDXOWKRUL]RQV:KHQWKHPLJUDWLRQSROLF\SDUDPHWHUVDUHNQRZQDQGZKHQZHDUHDEOHWRVLPXODWHWKHDJHQF\UDWLQJG\QDPLFVLWWKHQEHFRPHVSRVVLEOHWRUHYHDOZKDWWKHDJHQF\UDWLQJPLJUDWLRQPDWUL[ZRXOGORRNOLNHLIDJHQFLHVZHUHWRUHOD[WKHLUSUXGHQWPLJUDWLRQSROLFLHVDQGLIWKH\ZHUHWRIRFXVRQDRQH\HDULQVWHDGRIDORQJHUWHUPKRUL]RQ
7DEOH9,,,SUHVHQWVWKHRQH\HDUUDWLQJPLJUDWLRQPDWULFHV71W1WIRUDJHQF\UDWLQJV$5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 7KHFULWLTXHRIUDWLQJDJHQFLHVIRFXVHVPDLQO\RQWKHWLPHOLQHVVSURSHUWLHVRIDJHQF\UDWLQJVDQGQRWRQWKHDFWXDOOHYHORIDFFXUDF\7KH$)3VXUYH\UHYHDOVWKDWRIWKHLQYHVWRUVVXUYH\HGEHOLHYHWKDWPRVWRIWKHWLPHDJHQF\UDWLQJVDFFXUDWHO\UHIOHFWWKHLVVXHUV
FUHGLWZRUWKLQHVV 7KLVYLHZKDVEHHQHFKRHGLQDODUJHQXPEHURIFRQYHUVDWLRQVDQGLQWHUYLHZVZLWKPDUNHWSUDFWLWLRQHUV ,QWKHLUGLVFORVXUHRQFRUSRUDWHUDWLQJVFULWHULD6WDQGDUG	3RRU
VH[SODLQVKRZWRLQWHUSUHWWKHLUFUHGLWUDWLQJV6WDQGDUG	3RRU
V&RUSRUDWH5DWLQJV&ULWHULD³6WDQGDUG	3RRU
VFUHGLWUDWLQJVDUHPHDQWWREHIRUZDUGORRNLQJWKDWLVWKHLUWLPHKRUL]RQH[WHQGVDVIDUDVLVDQDO\WLFDOO\IRUHVHHDEOH$FFRUGLQJO\WKHDQWLFLSDWHGXSVDQGGRZQVRIEXVLQHVVF\FOHVZKHWKHULQGXVWU\VSHFLILFRUUHODWHGWRWKHJHQHUDOHFRQRP\VKRXOGEHIDFWRUHGLQWKHFUHGLWUDWLQJDOODORQJ7KLVDSSURDFKLVLQNHHSLQJZLWK6WDQGDUG
VDQG3RRU
VEHOLHIWKDWWKHYDOXHRILWVUDWLQJSURGXFWVLVJUHDWHVWZKHQLW
VUDWLQJGRHVQRWIOXFWXDWHZLWKQHDUWHUPSHUIRUPDQFH5DWLQJVVKRXOGQHYHUEHDPHUHVQDSVKRWRIWKHSUHVHQWVLWXDWLRQ7KHUHDUHWZRPRGHOVIRUKRZF\FOLFDOLW\LVLQFRUSRUDWHGLQFUHGLWUDWLQJV6RPHWLPHVUDWLQJVDUHKHOGFRQVWDQWWKURXJKRXWWKHF\FOH$OWHUQDWLYHO\WKHUDWLQJGRHVYDU\EXWZLWKLQDQDUURZEDQG´ $FFRUGLQJWR0RRG\
VWKURXJKWKHF\FOHPHWKRGRORJ\PDQDJHVWKHWHQVLRQEHWZHHQUDWLQJWLPHOLQHVVDQGUDWLQJVWDELOLW\³,IRYHUWLPHQHZLQIRUPDWLRQUHYHDOVDSRWHQWLDOFKDQJHLQDQLVVXHU
VUHODWLYHFUHGLWZRUWKLQHVV0RRG\
VFRQVLGHUVZKHWKHURUQRWWRDGMXVWWKHUDWLQJ,WPDQDJHVWKHWHQVLRQEHWZHHQLWVGXDOREMHFWLYHVDFFXUDF\DQGVWDELOLW\±E\FKDQJLQJUDWLQJVRQO\ZKHQLWEHOLHYHVDQLVVXHUKDVH[SHULHQFHGZKDWLVOLNHO\WREHDQHQGXULQJFKDQJHLQIXQGDPHQWDOFUHGLWZRUWKLQHVV)RUWKLVUHDVRQUDWLQJVDUHVDLGWRµORRNWKURXJKWKHF\FOH¶´&DQWRUDQG0DQQ $FFRUGLQJWR0RRG\
VWKHRSWLPDOEDODQFHEHWZHHQUDWLQJVWDELOLW\DQGUDWLQJWLPHOLQHVVUHVXOWVIURPDFORVHLQWHUDFWLRQEHWZHHQDJHQFLHVDQGPDUNHWSDUWLFLSDQWV³,QUHVSRQVHWRSHUVLVWHQWPDUNHWIHHGEDFN0RRG\
VPDQDJHVLWVUDWLQJVZLWKDQH\HWRZDUGVPLQLPL]LQJDEUXSWFKDQJHVLQUDWLQJOHYHOV´ &DQWRU 7KHUHLVQRFRQVHQVXVRQWKHGHWDLOVRIWKHLPSOHPHQWDWLRQRIWKHWKURXJKWKHF\FOHPHWKRGRORJ\&DUH\DQG+U\FD\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